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Q u e s t i o n s  a b o u t  t h e  c o n t i n u e d  c a p a b i l i t y  of t h e  F e d e r a l  Reserve System 
(FBS) t o  e x e r c i s e  e f f e c t i v e  monetary  c o n t r o l  w e r e  r a i s e d  i n  c o n n e c t i o n  w i t h  
s e v e r a l  deve lopmen t s  o v e r  r e c e n t  y e a r s  t h a t  d i m i n i s h e d ,  i n  r e l a t i v e  terlas, 
t h e  d e p o s i t  component of t h e  s t o c k  of  money o v e r  which t h e  FBS m a i n t a i n e d  
r e s e r v e  r e q u i r e a e n t  c o n t r o l s .  The Bonetary  C o n t r o l  A c t ,  T i t l e  1 of  I?,%- 
96-221 was d e s i g n e d  t o  e n s u r e  t h a t  t h e  PRS as a b i l i t y  t o  c o n d u c t  nanetary 
p o l i c y  is n o t  d i m i n i s h e d .  T h i s  A c t ,  s i g n e d  i n t o  law on Har. 31, 29810, is o n e  
o f  t h e  f e w  a a j o r  amendments t o  the o r i g i n a l  F e d e r a l  R e s e r v e  A c t  of  1913. 

BACKGROUBD AND POLICY ANALYSIS --------- ----- ---------- 
C o n g r e s s i o n a l  i n t e r e s t  i n  t h e  FBS1s mone ta ry  c o n t r o l  c a p a b i l i t y  a r o s e  

- b e c a u s e  of a s i z e a b l e  d e c r e a s e  in t h e  p r o p o r t i o n  o f  t r a n s a c t i o n s  a c c o u n t s  f o r  
v h i c h  t h e  PRS r e c e i v e d  d i r e c t  and prompt d a t a  and  o v e r  which i t  n a i n t a i n e d  
r e s e r v e  r e q u i r e m e n t  c o n t r o l s .  Developments  which a d v e r s e l y  a f f e c t e d  t h e  
FRSgs s p h e r e  of d i r e c t  c o n t r o l  were d e c l i n i n g  membership and i n c r e a s e d  u s a g e  
of a l t e r n a t i v e s  t o  c h e c k i n g  a c c o u n t s  fo r  c a r r y i n g  o u t  f i n a n c i a l  t r a n s a c t i o n s .  

Before e n a c t m e n t  o f  POLI 96-221, o n l y  member banks  were s u b j e c t  t o  FRS 
r e s e r v e  r e q u i r e u e n t s . .  The p r o p o r t i o n  of  b a n k s  v i t h  membership i n  t h e  PRS 
r e l a t i v e  t o  t o t a l  banks  i n  t h e  c o u n t r y  h a s  b e e n  d e c l i n i n g  s i n c e  1946. I n  
r e c e n t  y e a r s ,  t h i s  d e c l i n e  a c c e l e r a t e d .  D e p o s i t s  i n  FBS aember banks  now 
c o n s t i t u t e  a b o u t  70% of t o t a l  bank d e p o s i t s  a s  compared w i t h  87% t e n  y e a r s  
a g o  and  77% f i v e  y e a r s  ago. The nbnrden  of m e ~ b e r s h i p , "  v h i c h  is c i t e d  a s  
t h e  c a u s e  f o r  t h i s  phenoaenon,  a r o s e  from f o r e g o n e  bank e a r n i n g s  on r e q u i r e d  
r e s e r v e s .  Requ i r ed  r e s e r v e s  f o r  member b a n k s ,  h e l d  i n  amounts  c o m e s p o n d i n g  
t o  s p e c i f i e d  p e r c e n t a g e s  o f  v a r i o u s  t y p e s  o f  d e p o s i t s  h e l d  w i t h  t h e  b a n k s ,  
had t o  b e  h e l d  i n  t h e  form of  v a u l t  c a s h  and/or  d e p o s i t s  w i t h  t h e  PRS. 
N e i t h e r  f o r n  of  h o l d i n g  r e s e r v e s  g e n e r a t e d  i n t e r e s t  income for  banks .  
Nonmember b a n k s  were s u b j e c t  t o  s t a t e  imposed r e s e r v e  r e q u i r e m e n t s  t h a t  v e r e  
g e n e r a l l y  l o w e r  and ,  i n  a  n u a b e r  o f  cases, a l lowed  f o r  h o l d i n g  some p o r t i o n  
of r e q u i r e d  r e s e r v e s  i n  i n t e r e s t  e a r n i n g  a s s e t s .  U i t h  h i g h  i n t e r e s t  r a t e s  i n  
r e c e n t  y e a r s ,  an  i n c r e a s i n g  number of member banks  c o n c l u d e d  t h a t  t h e  cost of  
h o l d i n g  n o n - i n t e r e s t  e a r n i n g  r e s e r v e s  e x c e e d e d  t h e  v a l u e  o f  s e r v i c e s  o b t a i n e d  
on t h e  b a s i s  o f  membership a n d  o p t e d  t o  l e a v e  t h e  FRS. 

Over t h e  7970*s ,  t h e r e  was a l s o  an  i n c r e a s e  i n  t h e  a v a i l a b i l i t ?  and  u s e  of  
i n t e s e s t  e a r n i n g  a l t e r n a t i v e s  to  c h e c k i n g  a c c o u n t s  f o r  making f i n a n c i a l  
t r a n s a c t i o n s  . Such a l t e r n a t i v e s  i n c l u d e  n e g o t i a b l e  o r d e r s  o f  w i t h d r a w a l  
(NOW) a c c o u n t s ,  a n d  s a v i n g s  a c c o u n t s  a c c e s s i b l e  t h r o u g h  t e l e p h o n e  t r a n s f e r  o r  
a n t m a t i c  t r a n s f e r  a r r a n g e m e n t s ,  The s t a t u t o r y  a u t h o r i t y  f o r  s e v e i a l  of  
t h e s e  a c c o u n t  f o r m s  on a  nat ion-wide bas is  became perm a n e n t  t h r o u g h  
p r o v i s i o n s  of P .L. 96-221, t h e  s a n e  A c t  t h a t  p r o v i d e s  f o r  monetary  m n t r o l  
t h r o u g h  r e s t r u c t u r i n g  and chang ing  c o v e r a g e  of PBS r e s e r v e  r e q u i r e m e n t s .  For  
f u r t h e r  i n f o r m a t i o n  on  t h i s  l e g i s l a t i o n  a s  i t  re la tes  t o  i n t e r e s t  e a r n i n g  
t r a n s a c t m n s  a c c o u n t s ,  see CRS i s s u e  b r i e f  " R e g u l a t i o n  Q and  I n t e r e s t  on 
D e p o s i t s "  (IB80056) l i s t e d  i n  t h e  r e f e r e n c e  s e c t i o n  o f  t h i s  i s s u e  b r i e f .  

A t  p r e s e n t ,  t h e  a g g r e g a t e  s i z e  of i n t e r e s t  e a r n i n g  t r a n s a c t i o n s  a c c o u n t s  
is r e l a t i v e l y  small b u t  c u r r e n t  and  p o t e n t i a l  growth r a t e s  a r e  c o n s i d e r a b l e .  
The deve lopment  o f  t h e s e  a l t e r n a t i v e s ,  which a l l o w  d e p o s i t o r s  t o  e a r n  
i n t e r e s t  on t h e i r  d e p o s i t s  w i t h o u t  f o r e g o i n g  e a s y  a c c e s s  t o  d e p o s i t s  f o r  
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p u r p o s e s  o f  making t r a n s a c t i o n s ,  ref lects  i n c r e a s e d  c o m p e t i t i o n  among 
d e p o s i t o r y  i n s t i t u t i o n s  i n  an  envi ronment  o f  h i g h  i n t e r e s t  rates, P r i o r  t o  
e n a c t m e n t  o f  P.L. 96-221, t h e  FBS m a i n t a i n e d  c o n t r o l  o v e r  t h e  a l t e r n a t i v e  
a c c o u n t  a r r a n g e m e n t s  o f f e r e d  by member b a n k s  t h r o u g h  t h e  r e s e r v e  mechanism. 
These  i n n o v a t i o n s ,  however ,  e v o l v e d  i n  l a r g e  p a r t  a s  a r e s u l t  of t h r i f t  
i n s t i t u t i o n s  ( s a v i n g s  and l o a n  a s s o c i a t i o n s  , m u t u a l  s a v i n g s  b a n k s ,  and credit 
u n i o n s )  o f f e r i n g  t r a n s a c t i o n s  a c c o u n t s .  The o n l y  t h r i f t  i n s t i t u t i o n s  t h a t  
h a v e  t h e  o p t i o n  of  FBS menbersh ip  a r e  m u t u a l  s a v i n g s  b a n k s  a n d  v e r y  few of 

- t h e s e  h a v e  e x e r c i s e d  t h i s  o p t i o n ,  

The d e b a t e  o v e r  t h e  c o n s e q u e n c e s  of  a t t r i t i o n  from t h e  s p h e r e  of PRS 
r e s e r v e  r e q u i r e m e n t  c o n t r o l s  g e n e r a l l y  f o c u s e d  on  t h e  p r o s p e c t s  f o r  monetary  
c o n t r o l  s h o u l d  a t t r i t i o n  c o n t i n u e  a t  a  r a p i d  pace ,  

XS HONETBBY CONTROL THREA-BED? 

Recen t  c h a n g e s  i n  t h e  p e r c e n t a g e  o f  t o t a l  t r a n s a c t i o n s  a c c o u n t s  c o v e r e d  by 
FBS r e s e r v e  r e q u i r e a e n t s  raised s o a e  b a s i c  q u e s t i o n s  a b o u t  t h e  r o l e  o f  
r e s e r v e  r e q u i r e m e n t s  w i t h  r e s p e c t  t o  mone ta ry  c o n t r o l .  What p e r c e n t a g e  of 
d e p c s i t s  s h o u l d  b e  c o v e r e d ?  Are r e s e r v e  r e q u i r e m e n t s  n e c e s s a r y  a t  a l l  f o r  
e f f e c t i v e  monetary  c o n t r o l ?  Would e f f e c t i v e  monetary  c o n t r o l  b e  r h r e a t e n e d  
by a  c o n t i n u e d  d e c l i n e  i n  t h e  p e r c e n t a g e  of d e p o s i t s  c o v e r e d  by PPS r e s e r v e  
c o n t r o l s ?  

Rese rve  r e q u i r e m e n t s  s p e c i f y  t h e  assets t h a t  n u s t  b e  h e l d  a s  r e s e r v e s  i n  
a n o u n t s  t h a t  v a q  v i t h  t h e  s i z e  a n d  t y p e  o f  d e p o s i t s  h e l d  w i t h  a  g i v e n  
d e p o s i t o r y  institution. T h e r e f  ore, t h e  r e s e r v e  r e q u i r e m e n t  s t r u c t u r e  f o r  
d e p o s i t o r y  i n s t i t u t i o n s  is a  major  f a c t o r  i n  d e t e r m i n i n g  t h e  u l t i s a t e  c h a n g e  
i n  money s u p p l y  o r  t o t a l  t r a n s a c t i o n s  a c c o u n t s  r e s u l t i n g  from a g i v e n  c h a n g e  
i n  t h e  amount  of  r e s e r v e s  i n  t h e  bank ing  s y s t e m .  The FRS s u p p l i e s  o r  a b s o r b s  
ban k ing  s y s  tem r e s e r v e s  t h r o u g h  s e c u r i t i e s  t r a n s a c t i o n s  known a s  open m a r k e t  
o p e r a t i o n s .  

The re  were two m a j o r  a r g u m e n t s  advanced i n  s u g g e s t i n g  t h a t  a  d e t e r i o r a t i o n  
o f  monetary c o n t r o l  was underway a s  a  r e s u l t  o f  t h e  d e c l i n i n g  p r o p o r t i o n  of  
t r a n s a c t i o n s  a c c o u n t s  under  FBS r e s e r v e  r e q u i r e m e n t s .  T h e s e  a rgumen t s  were 
b a s e d  on t h e  o b s e r v a t i o n  t h a t  r e s e r v e  r e q u i r e m e n t  p r o v i s i o n s  f o r  nonmember 
i n s t i t u t i o n s  were n o t  a n i f  o r t  a c r o s s  a l l  s u c h  i n s t i t u t i o n s  a n d  t y p i c a l l y  
p r o v i d e d  f o r  a  s m a l l e r  p e r c e n t a g e  of t r a n s a c t i o n s  a c c o u n t s  t o  be h e l d  i n  t h e  
form of  r e s e r v e  a s s e t s  o v e r  which t h e  PBS had some g rowth  r a t e  c o n t r o l s  
t h r o u g h  open marke t  o p e r a t i o n s .  

One a rgumen t  was t h a t  w i t h  t h e  ongoing d e c l i n e  i n  t h e  r a t i o  of r e s e r v e  
a s s e t s  t o  t r a n s a c t i o n s  a c c o u n t s ,  a c t i o n s  of banks  and t h e  p u b l i c  r e l a t i n g  t o  
b a n k i n g  sys t em r e s e r v e s  were a t t a i n i n g  g r e a t e r  p o t e n t i a l  f o r  i n f l u e n c i n g  
u l t i m a t e  c h a n g e s  i n  t h e  amount of t r a n s a c t i o n s  a c c o u n t s ,  F o r  example,  a  
d e c i s i o n  by f i n a n c i a l  i n s t i t u t i o n s  t o  s low t h e i r  l o a n  and d e p o s i t  g r o w t h  
r a t e s  so a s  t o  b u i l d  up p r e c a u t i o n a r y  r e s e r v e s  e x c e e d i n g  r e q u i r e d  l e v e l s  was 
becoming i n c r e a s i n g l y  i m p o r t a n t  a s  a  p o t e n t i a l  s o u r c e  of c h a n g e  i n  t h e  t o t a l  
amount o f  t r a n s a c t i o n s  a c c o u n t s  i n  a  d i r e c t i o n  and /o r  b y  amounts  n o t  
a n t i c i p a t e d  by t h e  ?BS and p e r h a p s  n o t  i n  k e e p i n g  w i t h  FRS mone ta ry  p o l i c y .  

?Ihe o t h e r  a rgumen t  was t h a t  w i t h  a l a r g e r  s h a r e  o f  t r a n s a c t i o n s  a c c o u n t s  
i n  nonmember i n s t i t u t i o n s ,  i t  became i n c r e a s i n g l y  d i f f i c u l t  f o r  t h e  FBS t o  
p r e d i c t  c h a n g e s  i n  t r a n s a c t i o n s  a c c o u n t s  a c c u r a t e l y .  P o r  example ,  r e s e r v e  
r e q u i r e m e n t  s p e c i f i c a t i o n s  f o r  nonmember commerc i a l  b a n k s  v a r i e d  from s t a t e  
t o  s t a t e  v i t h  t h e  r e s u l t  t h a t  $1,000 of new r e s e r v e s  i n  nonmember b a n k s  c o u l d  



s u p p o r t  d i f f e r e n t  increases i n  t r a n s a c t i o n s  a c c o u n t s .  I n  t h e  absence  of 
r e s e r v e  r e q u i r e m e n t s ,  a s i t u a t i o n  which e x i s t e d  f o r  nonmember banks  in 
I l l i n o i s ,  b a n k s  m a i n t a i n e d  a  s e l f - d e t e r m i n e d  amount o f  v a u l t  c a s h  o p e r a t i n g  
" r e s e r v e s a  t o  accommodate n o r m a l  n e e d s  of t h e  banking  b u s i n e s s .  

Those who d i d  n o t  view a  d e c l i n e  i n  FBS r e s e r v e  r e q u i r e m e n t  c o v e r a g e  a s  a  
t h r e a t  t o  monetary  c o n t r o l  g e n e r a l l y  c i t e d  t h e  p o t e n c y  o f  open marke t  
o p e r a t i o n s  a s  a n  o f f s e t  t o  d i f f i c u l t i e s  o u t l i n e d  a b o v e  s h o u l d  t h e y  have  
become s o u r c e s  of monetary d i s t u r b a n c e .  F o r  example,  open m a r k e t  o p e r a t i o n s  
c a r r i e d  o u t  t o  a b s o r b  r e s e r v e s  c o u l d  o f f s e t  such  e x p a n s i o n a r y  i n f  l u e n c e s  as  
t h o s e  a s s o c i a t e d  w i t h  a s h i f t  of  f u n d s  f rom d e p o s i t s  hav ing  h i g h  r e s e r v e  
r e q u i r e m e n t s  t o  t h o s e  hav ing  low r e s e r v e  r e q u i r e m e n t s  a n d  d e c r e a s e s  in %Be 
p u b l i c  h o l d i n g s  of c u r r e n c y  r e l a t i v e  t o  d e p o s i t s .  

E x a c t l y  how d i s r u p t i v e  t o  monetary c o n t r o l  c o n t i n u e d  d e c l i n e s  in PRS 
r e s e r v e  r e q u i r e m e n t  c o v e r a g e  might  have become and hou s u c c e s s f u l  open marke t  
o p e r a t i o n s  n i g h t  h a v e  been  i n  s u c h  an e n v i r o n m e n t  a r e  t o  solse e x t e n t  
q u e s t i o n s  f o r  which a n s v e r s  mus t  b e  l a r g e l y  s p e c u l a t i v e  i n  t h e  a b s e n c e  o f  
f i r s t  hand e x p e r i e n c e .  

ISSUES IB ADDITION TO BONETABY CONTROL 

S e v e r a l  a p p r o a c h e s  f o r  a s s u r i n g  a d e q u a t e  n o n e t a r y  c o n t r o l  were advanced in 
p r o p o s a l s  which r e c e i v e d  c o n g r e s s i o n a l  c o n s i d e r a t i o n .  These  i n c l u d e  ( a )  
p r o v i d i n g  t h e  FBS w i t h  prompt r e p o r t s  on d e p o s i t s  a n d  r e s e r v e s  f o r  a l l  
d e p o s i t o r y  f i n a n c i a l  i n s t i t u t i o n s ;  (b) e x t e n d i n g  r e s t r u c t u r e d  r e s e r v e  
r e q u i r e a e n t s  t o  a l l  d e p o s i t o r y  i n s t i t u t i o n s  o r  t o  a  s u b s e t  d e s i g n a t e d  some 
b a s i s  o t h e r  t h a n  t h e  p r e v i o u s  b a s i s  of  membership i n  t h e  FRS ; and (c) 
p r o v i d i n g  i n c e n t i v e s  f o r  membership such  a s  i n t e r e s t  paymen t s  on r e q u i r e d  
r e s e r v e s .  I n  c o n n e c t i o n  w i t h  p r o p o s a l s  t o  pay i n t e r e s t  on r e q u i r e d  r e s e r v e s  
a n d  t o  r e s t r u c t u r e  r e s e r v e  r e q u i r e m e n t s ,  p r i c i n g  p r i n c i p l e s  were proposed  i n  
a n t i c i p a t i o n  t h a t  t h e  FBS would cha rge  e x p l i c i t l y  f o r  s e r v i c e s  t h a t  it 
o f f e r e d  w i t h o u t  c h a r g e  t o  member banks.  

The re  a p p e a r e d  t o  b e  g e n e r a l  agreement  t h a t  improv ing  FRS a c c e s s  t o  
d e p o s i t  and r e s e r v e  i n f o r m a t i o n  would e n h a n c e  its a b i l i t y  t o  a c t  i n  an 
a p p r o p r i a t e  and  t i m e l y  manner i n  t h e  c o n d u c t  of mone ta ry  p o l i c y .  A s  
i n d i c a t e d  i n  t h e  p r e c e d i n g  s e c t i o n  of  t h i s  i s s u e  b r i e f ,  t h e r e  was 
d i sag ree l aen  t c o n c e r n i n g  what measures  d e a l i n g  w i t h  r e s e r v e  r e q u i r e m e n t s ,  i f  
a n y  , s h o u l d  be e n a c t e a .  

While o f f e r i n g  p o s s i b l e  a s s u r a n c e  of c o n t i n u e d  e f f e c t i v e  monetary  c o n t r o l ,  
l e g i s l a t i v e  p r o p o s a l s  d e s i g n e d  t o  implement  a l t e r n a t i v e  a p p r o a c h e s  r a i s e d  
a d d i t i o n a l  i s s u e s .  These i n c l u d e d  t h e  c o n s e q u e n c e s  o f  a l t e r n a t i v e  a p p r o a c h e s  
f o r  t h e  f e d e r a l  budget ,  f o r  c o m p e t i t i v e  r e l a t i o n s h i p s  among d e p o s i t o r y  
i n s t i t u t i o n s  and ,  f o r  r e l a t i o n s h i p s  be tween  t h e s e  i n s t i t u t i o n s  and  bank 
r e g u l a t o r y  a u t h o r i t i e s ,  

Budge ta ry  i m p l i c a t i o n s  o f  a l t e r n a t i v e  r e s e r v e  r e q u i r e n e n t  a r r a n g e m e n t s  
a r o s e  b e c a u s e  of  t h e  method t h r o u g h  w h i c h  t h e  FBS creates  r e s e r v e s .  The open 
marke t  o p e r a t i o n s ,  t h r o u g h  which t h e  FBS c r e a t e s  r e s e r v e s ,  i n v o l v e s  t h e .  FXS's 
p u r c h a s e  of government  securities on which i t  e a r n s  i n t e r e s t .  A f t e r  making 
a l l o w a n c e s  f o r  e x p e n s e s ,  t h e  P R S s s  e a r n i n g s ,  which a r e  almost e x c l u s i v e l y  
i n t e r e s t  income from its h o l d i n g s  of gove rn l aen ta l  s e c u r i t i e s ,  are r e m i t t e d  t o  
t h e  T r e a s u r y .  I n  1978, t h e  FRS e a r n e d  a b o u t  $8 .5 b i l l i o n  and t r a n s f e r r e d  
a b o u t  $7 .0 b i l l i o n  t o  t h e  T r e a s u r y .  FBS r e m i t t a n c e s  t o  t h e  T r e a s u r y  would 
d e c r e a s e  if FRS-reated r e s e r v e s  were r e d u c e d  t h r o u g h  a  r e s t r u c t u r i n g  of 
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r e s e r v e  r e q u i r e m e n t s  o r  i f  t h e  FBS mere t o  pay i n t e r e s t  on bank  r e s e r v e s .  

For  p a z t i c u l a r  d e p o s i t o r y  i n s t i t u t i o n s  a n d  f o r  i n s t i t u t i o n s  grouped by 
s i z e  o r  o t h e r  c h a r a c t e r i s t i c s ,  t h e  cost and  c o m p e t i t i v e  i m p l i c a t i o n s  d i f f e r  
a c c o r d i n g  t o  s p e c i f i c  f e a t u r e s  of p r o p o s a l s  af feet i n g  r e s e r v e  r e q u i r e a e n t s  o r  
t h e  a v a i l a b i l i t y  of  F e d e r a l  R e s e r v e  System s e r v i c e s .  F o r  example,  p r o p o s a l s  
e x e m p t i n g  a n  i n i t i a l  amount o f  d e p o s i t s  f rom r e s e r v e  r e q u i r e m e n t s  v o u l d  l e a v e  
s n a U  d e p o s i t o r 7  i n s t i t u t i o n s  ( t h o s e  having  d e p o s i t s  less t h a n  t h e  exempt ion  
l e v e l )  , w i t h o u t  t h e  c o s t s  a s s o c i a t e d  w i t h  r e s e r v e  r e q u i r e m e n t s ,  P r o p o s a l s  ._ 
f o r  e x t e n d i n g  r e s e r v e  r e q u i r e a e n t s  t o  d e p o s i t o r y  i n s t i t u t i o n s  n o t  p r e v i o u s l y  -' 

c o v e r e d  by FRS r e s e r v e  r e q u i r e m e n t s  c o u l d  r e s u l t  i n  a  change  i n  t h e  costs of  
d e p o s i t o r y  a c t i v i t i e s  of  t h e s e  i n s t i t u t i o n s .  P r o p o s a l s  i n c l u d i n g  a d j u s t m e n t s  
i n  e x i s t i n g  PRS r e s e r v e  r e q u i r e m e n t  l e v e l s  v o u l d  a f f e c t  member banks .  
S i n i l a r l y ,  t h e r e  would  be d i f f e r e n c e s  i n  t h e  effects on  v a r i o u s  t y p e s  of 
i n s t i t u t i o n s  a r i s i n g  f ma! a l t e r n a t i v e  a r r a n g e m e n t s  f o r  t h e  f  o l l o v i n g  : t h e  
t y p e  of d e p o s i t s  t o  b e  c o v e r e d  by r e s e r v e  r e q u i r e a e n t s  and t h e  l e v e l s  of 
r e s e r v e  r e q u i r e a e n t s  f o r  v a r i o u s  d e p o s i t  c a t g o r i e s ;  t h e  payment o f  i n t e r e s t  
on  r e s e r v e s ;  and t h e  r a n g e  of FRS s e r v i c e s  a v a i l a b l e  to  d e p o s i t o r y  
i n s t i t u t i o n s  and t h e  terms on v h i c h  t h e y  would b e  made a v a i l a b l e .  

Because  commerc ia l  banks  h a v e  a  set of o p t i o n s  r e g a r d i n g  t h e i r  a f f i l i a t i o n  
w i t h  o n e  or sore F e d e r a l  b a n k i n g  a u t h o r i t i e s ,  c h a n g e s  i n  a r r a n g e m e n t s  f o r  
r e s e r v e  r e q u i r e m e n t s  c o u l d  lead banks  to e x e r c i s e  o p t i o n s  i n  a  d i f f e r e n t  
manner t h a n  t h e y  h a v e  i n  t h e  p a s t .  N a t i o n a l l y  c h a r t e r e d  banks  a r e  s u b j e c t  t o  
p r i m a r y  r e g u l a t i o n  by t h e  Office o f  t h e  C o m p t r o l l e r  of t h e  C u r r e n c y ,  a r e  
members o f  t h e  FRS, and  must  be i n s u r e d  by t h e  F e d e r a l  D e p o s i t  I n s u r a n c e  
C o r p o r a t i o n  (FDIC), Banks o p e r a t i n g  under  s t a t e  c h a r t e r s  may j o i n  t h e  PRS i n  
which case t h e  FRS is t h e  pr imary  r e g u l a t o r y  agency .  PRS membership c a r r i e s  
w i t h  it a  r e q u i r e m e n t  of FDIC i n s u r a n c e  , FDIC-insured s t a t e  c h a r t e r e d  b a n k s  
w i t h o u t  menbersh ip  i n  t h e  FBS a r e  s u b j e c t  t o  p r i m a r y  r e g u l a t i o n  by t h e  F D I C .  
FDIC i n s u r e d  s t a te  c h a r t e r e d  banks ,  whether  members o r  n o t ,  are s u b j e c t  t o  
s ta te  a s  w e l l  a s  f e d e r a l  s u p e r v i s i o n .  

L e g i s l a t i v e  rceasures  c o u l d  a l t e r  t h o s e  f a c t o r s  banks  c o n s i d e r  when 
c h o o s i n g  primary a f f i l i a t i o n  w i t h  a  f e d e r a l  r e g u l a t o r y  agency .  F o r  example ,  
measu res  t h a t  would d i a i n i s h  d i s t i n c t i o n s  between member and  nonmeaber 
s t a t u s ,  which e x i s t  p r i m a r i l y  v i t h  r e s p e c t  t o  r e s e r v e  r e q u i r e m e n t s  and 
a v a i l a b i l i t y  of s e r v i c e s  from t h e  FRS , c o u l d  r e s u l t  i n  c o n v e r s i o n s  between 
s t a t e  c h a r t e r s  and n a t i o n a l  c h a r t e r s .  D e c i s i o n s  r e g a r d i n g  c o n v e r s i o n  would 
depend  i n  p a r t  on banks '  s e n s i t i v i t i e s  t o  h a v i n g  two l e v e l s  o f  s u p e r v i s i o n ,  
a s  is t h e  c a s e  w i t h  s t a t e  c h a r t e r e d  i n s u r e d  b a n k s ,  o r  o n e  l e v e l  of  
s u p e r v i s i o n ,  a s  is t h e  case w i t h  n a t i o n a l l y  c h a r t e r e d  banks .  T h e  r e l a t i v e  
i m p o r t a n c e  o f  t h e  v a r i o u s  F e d e r a l  r e g u l a t o r y  a u t h o r i t i e s  c o u l d  b e  a f f e c t e d  a s  
well a s  t h e  r e l a t i v e  p r e s e n c e  of  federal and s t a t e  a u t h o r i t i e s  in t h e  
r e g u l a t i o n  and  s u p e r v i s i o n  o f  banks ,  

LEGISLATION 

L e g i s l a t i o n  r e l a t i n g  t o  FRS .em b e r s h i p  a n d  monetary  c o n t r o l  was i n t r o d u c e d  
and  c o n s i d e r e d  l a t e  i n  t h e  9 5 t h  Congress .  A r e v i e w  o f  deve lopmen t s  in t h e  
9 5 t h  C o n g r e s s  a p p e a r s  i n  the CR S R e p o r t  " O v e r s i g h t  and  L e g i s l a t i v e  A c t i v i t i e s  
o f  t h e  95 th  Congress  R e l a t i n g  t o  t h e  Planetary P o l i c y  F u n c t i o n s  o f  the F e d e r a l  
R e s e r v e  Sys temn,  l i s t e d  i n  t h e  r e f e r e n c e  s e c t i o n  o f  t h i s  i s s u e  b r i e f .  The 
9 6 t h  C o n g r e s s  a d d r e s s e d  FRS monetary c o n t r o l  i n  p r o v i s i o n s  of P.L. 96-227, 
t h e  D e p o s i t o r y  I n s t i t u t i o n s  D e r e g u l a t i o n  a n d  Honetary  C o n t r o l  A c t ,  e n a c t e d  
a f t e r  c o n s i d e r i n g  s e v e r a l  a l t e r n a t i v e  a p p r o a c h e s  t o  t h e  matter, 
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P.L. 96-227 e x t e n d s  r e s t r u c t u r e d  r e s e r v e  r e q u i r e m e n t s  t o  a l l  d e p o s i t o r y  
f i n a n c i a l  i n s t i t u t i o n s  o v e r  a  phase- in  p e r i o d  t o  b e g i n  6 months  a f t e r  
e n a c t m e n t ,  The s t r u c t u r e  of  t h e  new r e s e r v e  r e q u i r e m e n t s  is s u c h  t h a t  many 
d e p o s i t o r p  i n s t i t u t i o n s  a r e  a b l e  t o  f u l f i l l  FBS r e s e r v e  r e q u i r e m e n t s  by 
no rma l  h o l d i n g s  of v a u l t  c a s h o  T h e r e  is no i n t e r e s t  p a i d  t o  banks  on 
r e s e r v e s  h e l d  i n  f u l f i l l m e n t  o f  t h e  b a s i c  reserve r e q n i r e a e n t s .  The A c t  a l so  
g r a n t s  t h e  FBS t h e  power t o  i n p c s e  s u p p l e m e n t a l  r e s e r v e  r e q u i r e m e n t s  beyond 
t h e  b a s i c  r e s e r v e  r e q u i r e m e n t s  and r e q u i r e s  it t o  pay i n t e r e s t  on 
s u p p l e m e n t a l  r e s e r v e s  , By e s t a b l i s h i n g  re p o s t i n g  r e q u i r e m e n t s  f o r  a l l  
d e p o s i t o r y  i n s t i t u t i o n s ,  t h e  Act i n c r e a s e s  i n f o r m a t i o n  a v a i l a b l e  t o  t h e  FRS 
a b o u t  r e s e r v e  and d e p o s i t  p o s i t i o n s  of  a l l  d e p o s i t o r y  i n s t i t u t i o n s .  I t  a l s o  
r e q u i r e s  t h a t  t h e  FRS c h a r g e  f o r  s e r v i c e s  p r e v i o u s l y  a v a i l a b l e  t o  melaber 
banks  w i t h o u t  c h a r g e  and makes such  s e r v i c e s ,  i n c l u d i n g  access t o  b o r r o w i n g  
f rom t h e  FBS, a v a i l a b l e  t o  a l l  d e p o s i t o r y  i n s t i t u t i o n s  w i t h  t r a n s a c t i o n s  
a c c o u n t s .  A 1 1  p r o v i s i o n s  r e l a t i n g  t o  moneta ry  c o n t r o l  a p p l y  u n i f o r m l y  t o  
d e p o s i t o r y  i n s t i t u t i o n s  w h e t h e r  o r  n o t  t h e y  a r e  members of t h e  FRS, 

The t i m i n g  f o r  f u l l  i m p l e a e n t a t i o n  v a r i e s  a c c o r d i n g  t o  p r o v i s i o n s  of t h e  
A c t - ,  T h e  FBS h a s  i s s u e d  r e g u l a t i o n s  f o r  e x t e n d i n g  r e s t r u c t u r e d  r e s e r v e  
r e q u i r e m e n t s  t o  a l l  d e p o s i t o r y  i n s t i t u t i o n s  - These  r e g u l a t i o n s  p r o v i d e  f o r  
u n i f o r m  r e s e r v e  r e q u i r e n e n t s  f o r  a l l  d e p o s i t o r y  i n s t i t u t i o n s .  The p  hase- in  
p e r i o d  is 4 y e a r s  f o r  member banks  and 8 y e a r s  f o r  nonmember i n s t i t u t i o n s .  
B e g i n n i n g  i n  November 7980, d e p o s i t o r y  i n s t i t u t i o n s  w i t h  $ 2  m i l l i o n  o r  more 
i n  t o t a l  d e p o s i t s  became s u b j e c t  t o  r e s e r v e  r e q u i r e m e n t s  e s t a b l i s h e d  for t h e  
first y e a r  o f  t h e  phase- in  p r o c e s s ,  The FRS h a s  i s s u e d  r e g u l a t i o n s ,  i n  f o r c e  
s i n c e  S e p t .  1, 1980, g o v e r n i n g  d e p o s i t o r y  i n s t i t u t i o n s a  a c c e s s  t o  bo r rowing  
f rom t h e  FRS. The FRS h a s  a l s o  i s s u e d  a  p roposed  s c h e d u l e  o f  f e e s  f o r  
s e r v i c e s  t o  b e m a d e  a v a i l a b l e  t o  a l l  d e p o s i t o r y  i n s t i t u t i o n s .  The fee 
s c h e d u l e ,  t o  b e  p h a s e d  i n  d u r i n g  1987, c o v e r s  s u c h  s e r v i c e s  a s  c h e c k  
c l e a r i n g ,  wire t r a n s f e r s  of f u n d s ,  and t h e  u s e  o f  "f l o a t t q  which is c r e d i t  t h e  
FRS e x t e n d s  t o  banks  w h i l e  i t  p r o c e s s e s  c h e c k s  f o r  c l e a r i n g .  

The reserve r e q u i r e m e n t  p r o v i s i o n s  of  P.L. 96-221 w i l l ,  over a  4-year  
p e r i o d ,  low er r e q u i r e m e n t s  p r e v i o u s l y  i n  effect  f o r  member banks,  and  
p h a s e - i n  r e q u i r e m e n t s  f o r  i n s t i t u t i o n s  n o t  p r e v i o u s l y  s u b j e c t  t o  FRS r e s e r v e  
r e q u i r e m e n t s  o v e r  an 8-year  p e r i o d .  E f f e c t i v e  r e s e r v e  r e q u i r e m e n t s  w i l l  
n e c e s s a r i l y  change o v e r  t h e  phase- in  p e r i o d s ,  a f t e r  which  t h e  p r o v i s i o n s  w i l l  
a p p l y  u n i f  o r n i l y  t o  a l l  d e p o s i t o r y  i n s t i t u t i o n s .  The f o l l o w i n g  d e s c r i p t i o n  
o f  r e s e r v e  r e q u i r e m e n t  p r o v i s i o n s  p e r t a i n s  t o  a r r a n g e m e n t s  a s  t h e y  w i l l  e x i s t  
a f t e r  t h e  phase- in  p e r i o d s .  The  A c t  p r o v i d e s  f o r  b a s i c  r e s e r v e  r e q u i r e m e n t s  
f o r  two c l a s s e s  of d e p o s i t s ,  t r a n s a c t i o n s  d e p o s i t s  and  n o n - p e r s o n a l  time 
d e p o s i t s  . F o r  t r a n s a c t i o n s  d e p o s i t s  which i n c l u d e  s u c h  a c c o u n t  f o m s  a s  
c h e c k i n g ,  NOW, s h a r e  d r a f t s  a n d  a c c o u n t s  w i t h  ATS a r r a n g e m e n t s ,  t h e  r e s e r v e  
r e q u i r e m e n t ,  a p p l i c a b l e  t o  d e p o s i t s  h e l d  by  an i n d i v i d u a l  i n s t i t u t i o n  i n  
e x c e s s  o f  $ 2 5  m i l l i o n ,  is 12%. The FRS c a n  a d j u s t  t h e  l e v e l  o f  t h i s  
r e q u i r e m e n t  w i t h i n  a  r a n g e  of 8% t o  14% f o r  moneta ry  c o n t r o l  p u r p o s e s .  A 
r e s e r v e  r e q u i r e m e n t  o f  3% is imposed on t h e  f i rst  $25 m i l l i o n  of t r a n s a c t i o n s  
a c c o u n t s  in a n  i n d i v i d u a l  i n s t i t u t i o n .  The FBS is a u t h o r i z e d  t o  e s t a b l i s h  a 
s u p p l e m e n t a l  r e s e r v e  r e q u i r e m e n t  u p  t o  4% a p p l i c a b l e  t o  t r a n s a c t i o n s  a c c o u n t s  
o n l y  and  is r e q u i r e d  t o  pay i n t e r e s t  on s u p p l e m e n t a l  r e s e r v e s  a t  t h e  r a t e  i t  
e a r n s  on its own p o r t f o l i o .  A s e p a r a t e  r e s e r v e  r e q u i r e m e n t  is imposed on 
" n o n p e r s o n a l  t i m e  d e p o s i t s N  s u c h  a s  $700 ,000 n e g o t i a b l e  c e r t i f i c a t e s  o f  
d e p o s i t ,  T h i s  is set i n i t i a l l y  a t  3% w i t h  a r a n g e  of  0 t o  9%. 



CBS- 6 fB7 9047 UPDATE-0 1/7 218 7 

L e g i s l a t i o n  c o n s i d e r e d  p r i o r  t o  c o n f e r e n c e  a g r e e a e n t  

P u b l i c  Law 96-221 e v o l v e d  from c o n f e r e n c e  a c t i o n  on H.R. 4986 which 
i n c o r p o r a t e d  p r o v i s i o n s  i n i t i a l l y  passed  by t h e  House a s  H .R . 7, t h e  Monetary 
C o n t r o l  A c t .  H.B. 7 p r o v i d e d  ' f o r  v o l u n t a r y  FRS laembership and  r e s e r v e  
r e q u i r e m e n t s  t o  be  imposed on a m b e r  banks  o n l y .  If ,  however,  member b a n k s a  
s h a r e  o f  t o t a l  d e p o s i t s  i n  t h e  banking  s y s t e m  were to  f a l l  below 67 -596, 
r e s s v e  r e q u i r e m e n t s  v e r e  t o  be a l t e r e d  and  imposed on a l l  d e p o s i t o r y  
i n s t i t u t i o n s  o f f e r i n g  t r a n s a c t  i o n s  a c c o u n t s .  

H,B, 7 p r o v i d e d  f o r  r e s e r v e  ra t ios  o f  3% t o  11% t o  a p p l y  i n i t i a l l y  t o  a l l  
t r a n s a c t i o n s  a c c o u n t s  less t h a n  a n d  g r e a t e r  t h a n  $35 m i l l i o n  r e s p e c t i v e l y ;  
t h e  FBS would have had  t h e  a u t h o r i t y  t o  a l t e r  t h e  l a t t e r  r a t i o  be tween  4% and  
12%. If t h e  67.5% t r i g g e r  - p o i n t  were r e a c h e d ,  a n d  r e s e r v e  r e q u i r e m e n t s  
e x t e n d e d  t o  all d e p o s i t o r y  i n s t i t u t i o n s ,  t h e  r e q u i r e d  r e s e r v e  r a t i o  on 
t r a n s a c t i o n s  a c c o u n t s  less t h a n  $35 l a i l l i o n  would have  b e e n  se t  a t  z e r o .  A 
f l o o r  amendment p r o v i d e d  f o r  exempting t e l e p h o n e  t r a n s f e r  a c c o u n t s  f rom 
r e s e r v e  r e q u i r e m e n t s  o n l y  if s i x  o r  fewer t r a n s a c t i o n s  were made p e r  month. 
The amended b i l l  would have  imposed no  i n i t i a l  r e s e r v e  r e q u i r e m e n t  on  time 
and  s a v i n g s  d e p o s i t s ,  b u t  would have  g i v e n  t h e  FRS t h e  poue r  t o  se t  a 
r e q u i r e m e n t ,  up t o  8%, f o r  shor t - te rm,  n o n p e r s o n a l  time d e p o s i t s  a b o v e  
$300,000 a n d  f o r  E u r o d o l l a r  l iabi l i t ies . .  

H.B. 7 a l s o  p r o v i d e s  f o r  i n c r e a s e d  i n f o r m a t i o n  f o r  t h e  FRS a b o u t  r e s e r v e  
and  d e p o s i t  p o s i t i o n s  of a l l  d e p o s i t o r y  i n s t i t u t i o n s .  It a l s o  i n c l u d e d  
p r i n c i p l e s  f o r  a p r i c i n g  sys t em f o r  PRS s e r v i c e s  t o  b e  made a v a i l a b l e  t o  all 
d e p o s i t o r y  i n s t i t u t i o n s .  

On Nov. 7, 1979,  t h e  S e n a t e  Committee on Banking, Housing and Urban 
Affa i rs  met t o  c o n s i d e r  S 85 (Proxmire)  , S . Amend. 398 (Proxmire)  and S. 353 
(Tower) ,  b i l l s  r e l a t i n g  t o  F e d e r a l  Rese rve  membership a n d  mone ta ry  c o n t r o l .  

B e f o r e  r e c e s s i n g ,  t h e  Committee voted  t o  s u b s t i t u t e  S .  353 f o r  S .  8 5  a s  a 
b a s i s  on  which t o  c o n t i n u e  its c o n s i d e r a t i o n  o f  l e g i s l a t i o n  i n  t h i s  a r e a .  S, 
85  and S, Amend. 398. p r o v i d e d  f o r  a p p l y i n g  r e s t r u c t u r e d  r e s e r v e  
r e q u i r e m e n t s  t o  a l l  d e p o s i t o r y  i n s t i t u t i o n s .  T h i s  amended b i l l  p r o v i d e d  f o r  
i n c r e a s e d  r e s e r v e  and  d e p o s i t  i n f o r m a t i o n  t o  b e  t r a n s n i t t e d  frau a l l  
d e p o s i t o r y  i n s t i t u t i o n s  t o  t h e  FRS and  f o r  a c c e s s  t o  PBS s e r v i c e s  by a l l  
d e p o s i t o q  i n s t i t u t i o n s  a c c o r d i n g  t o  a  f e e  s c h e d u l e  based  on s p e c i f i e d  
p r i c i n g  p r i n c i p l e s .  

S. 353 w i t h  amendments 7642 th rough  1644,  o f f e r e d  by S e n a t o r  Tower, s o u g h t  
t o  promote  more e x t e n s i v e  FRS r e s e r v e  r e q u i r e m e n t  c o v e r a g e  by e n h a n c i n g  t h e  
a t t r a c t i v e n e s s  of a f f i l i a t i o n  w i t h  t h e  FRS. It would n o t  have mandated s u c h  
a n  a f f i l i a t i o n  f o r  d e p o s i t o r y  i n s t i t u t i o n s .  I t  p r o v i d e d  f o r  r e s t r u c t n r i n g  
and l o w e r i n g  FRS r e s e r v e  r e q u i r e m e n t s  and f o r  t h e  payment  of i n t e r e s t  on 
r e q u i r e d  r e s e r v e  b a l a n c e s  h e l d  w i t h  t h e  FRS. I n t e r e s t  payments  were t o  b e  
set a t  112 p e r c e n t a g e  p o i n t  below t h e  FBS's e a r n i n g  r a t e  on  i t s  p o r t f o l i o  of 
securi t ies .  For  nonmember d e p o s i t o r y  i n s t i t u t i o n s  m e e t i n g  FBS reserve 
r e q u i r e a e n t s ,  i t  would have  made FBS s e r v i c e s  a v a i l a b l e  on t h e  same b a s i s  a s  
f o r  melaber banks.  S .  353 w i t h  amendments p r o v i d e d  f o r  i n c r e a s e d  r e s e r v e  and 
d e p o s i t  i n f o r m a t i o n  t o  be t r a n s m i t t e d  from a l l  d e p o s i t o r y  i n s t i t u t i o n s  t o  t h e  
FRS and f o r  t h e  FRS t o  o f f e r  s e r v i c e s  a t  p r i c e s  set  a c c o r d i n g  t o  s p e c i f i e d  
p r i c i n g  p r i n c i p l e s  . 

A d d i t i o n a l  l e g i s l a t i o n  

Under p r o v i s i o n s  o f  t h e  Hone ta ry  C o n t r o l  A c t ,  most d i f f e r e n c e s  between 
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member a n d  nonmember d e p o s i t o r y  i n s t i t u t i o n s  a s  t h e y  r e l a t e  t o  m m e t a r y  
c o n t r o l  a r r a n g e m e n t s  w i l l  d i s a p p e a r .  The F e d e r a l  R e s e r v e  H o d e r n i z a t i o n  A c t ,  
H .B . 700 1 (Beuss )  , would f u r t h e r  d i m i n i s h  d i f f e r e n c e s  by e l i m i n a t i n g  t h e  ro le  
o f  member b a n k s  i n  s e l e c t i n g  c e r t a i n  o f f i c i a l s  c h a r g e d  w i t h  r e s p o n s i b i l i t i e s  
f o r  f orrn u l a  t i n g  mone ta ry  p o l i c y  . 

m d e r  c u r r e n t  p r o v i s i o n s  o f  t h e  F e d e r a l  R e s e r v e  Act, m e m b e r  b anks  own 
s t o c k  i n  t h e  F e d e r a l  E e s e r v e  bank of t h e  d i s t r i c t  i n  which t h e y  a r e  l o c a t e d .  
E a r n i n g s  on s u c h  s t o c k  is l i m i t e d  t o  6% p e r  y e a r .  Accompanying s t o c k  
o w n e r s h i p  a r e  v o t i n g  r i g h t s  which,  i n d i r e c t l y ,  g i v e  member b a n k s  
r e p r e s e n t a t  i o n  i n  t h e  f o r m u l a t i o n  of mone ta ry  p o l i c ~ .  Hember banks  select 
s i x  of  t h e  n i n e  d i r e c t o r s  of e a c h  r e g i o n a l  F e d e r a l  R e s e r v e  bank. The 
p r e s i d e n t  o f  e a c h  of t he  F e d e r a l  R e s e r v e  b a n k s  is a p p o i n t e d  by its boa rd  of 
d i r e c t o r s ,  s u b j e c t  t o  a p p r o v a l  by t h e  Board of Gove rno r s  o f  t h e  FBS. F i v e  o f  
t h e  t w e l v e  r e g i o n a l  F e d e r a l  R e s e r v e  bank p r e s i d e n t s  s e r v e  on t h e  F e d e r a l  Open 
H a r k e t  Commit tee  (FOHC) w i t h  s e v e n  members o f  t h e  Board of  G o v e r n o r s  of t h e  
FBS. The FO8C e s t a b l i s h e s  p o l i c y  f o r  FRS open  m a r k e t  o p e r a t i o n s ,  t h e  
p r i n c i p a l  t o o l  f o r  c o n d u c t i n g  moneta ry  p o l i c y .  

H.R. 7001  p r o v i d e s  f o r  t h e  Board of G o v e r n o r s  o f  t h e  PRS t o  p e r f o m  t h e  
f u n c t i o n s  c u r r e n t l y  c a r r i e d  o u t  bp t h e  FOHC. F e d e r a l  R e s e r v e  bank 
p r e s i d e n t s ,  i n s t e a d  of  b e i n g  e l i g i b l e  t o  s e r v e  on t h e  F O X ,  would c o m p r i s e  a  
F e d e r a l  Adv i so ry  C o u n c i l ,  empowered t o  c o n s u l t  w i t h  t h e  Board of G o v e r n o r s  on- 
moneta ry  and  r e s e r v e  bank ing  matters. Another  p r o v i s i o n  of  the b i l l  would 
r e q u i r e  t h e  FRS t o  r e d u c e  t h e  growth  r a t e  of money, f o l l o w i n g  p r e s c r i b e d  
one-year  g r o w t h  r a t e  r a n g e s ,  t o  a c h i e v e  a  l o w e r  and s t a b l e  g rowth  r a t e  a f t e r  
a  p e r i o d  of 3 t o  4  p e a r s .  

LEGISLATION 

P.L. 96-221 
D e p o s i t o r y  I n s t i t u t i o n s  D e r e g u l a t i o n  a n d  Honeta ry  C o n t r o l  A c t  o f  1980.  

On Nov. 7 ,  1979, t h e  House p a s s e d  a  v e r s i o n  o f  t h i s  b i l l  s u b s e q u e n t  t o  
amendments by t h e  Sena t e .  The House a c t i o n  i n c o r p o r a t e d  p r o v i s i o n s  o f  H.R. 
7 ,  t h e  Monetary C o n t r o l  A c t .  Fo l lowing  c o n f e r e n c e  a c t i o n  on Mar. 4-5, 1980 ,  
m o d i f y i n g  t h e  l e g i s l a t i o n ,  i t  was e n a c t e d  a n d  signed i n t o  law as P.L. 96-221 
on  Har. 37, 1980. 

H.B. 7  (Reuss )  

Honeta ry  C o n t r o l  Act o f  7979. F a c i l i t a t e s  t h e  i m p l e m e n t a t i o n  of  m o n e t a q  
p o l i c y  and  t o  promote  c o m p e t i t i v e  e q u a l i t y  among d e p o s i t o r y  i n s t i t u t i o n s .  
I n t r o d u c e d  Jan .  1 5 ,  1979: r e f  erred t o  Commit tee  on Bank ing ,  F i n a n c e  and 
Urban A f f a i r s .  H e a r i n g s  h e l d  Jan .  22 and 2 4 ,  Feb, 13 a n d  15, Har. 2  and 5, 
and J u n e  4, 1979. R e p o r t e d  t o  t h e  House, a s  amended, J u n e  7 1 ,  1979  (H.Rept. 
96-263). H.R. 7  was f u r t h e r  amended and  p a s s e d  by t h e  House by a  v o t e  o f  340 
t o  20 on J u l y  20, 1979. P r o v i s i o n s  o f  H.R. 7  as p a s s e d  by t h e  House were 
i n c o r p o r a t e d  i n t o  H.S. 4986 as pas sed  by t h e  House on Nov. 7 ,  1979. 

H O B .  418 (Hansen) 

F e d e r a l  Rese rve  A c t  Amendments of 7979. F a c i l i t a t e s  t h e  i m p l e m e n t a t i o n  of 
moneta ry  p o l i c y  and  p romotes  c o m p e t i t i v e  e q u a l i t y  among commerc i a l  b a n k s .  
I n t r o d u c e d  J a n .  1 5 ,  7979: r e f e r r e d  t o  Commit tee  on Bank ing ,  F i n a n c e  and 
Urban Affa i rs .  

H.R. 2733 ( S t a n t o n )  
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R e s e r v e  Requi rement  S i m p l i f i c a t i o n  A c t  o f  1979 .  Amends t h e  F e d e r a l  
R e s e r v e  A c t  t o  r e d u c e  c e r t a i n  r e s e r v e  r e q u i r e l n e n t s  t o  f a c i l i t a t e  the 
i m p l e m e n t a t i o n  of moneta ry  p o l i q ,  and f o r  o t h e r  p u r p o s e s .  I n t r o d u c e d  Feb.  
13, 1979 ,  r e f e r r e d  t o  Committee on Banking,  F i n a n c e  and  Urban Affairs. 

H-B, 7 0 0 1  (Beuss) 

F e d e r a l  Rese rve  l l o d e r n i z a t i o n  A c t .  Amends t h e  F e d e r a l  R e s e r v e  A c t  t o  
re t i re  F e d e r a l  R e s e r v e  bank s t o c k  and t o  p l a c e  r e s p o n s i b i l i t i e s  f o r  open  
a a r k e t  o p e r a t i o n s  w i t h  t h e  Board  o f  G o v e r n o r s  of t h e  FBS, I n t r o d u c e d  Apr. 1, 
1980: referred t o  Commit tee  on  Banking ,  F i n a n c e  a n d  Urban A f f a i r s .  H e a r i n g s  
h e l d  n a y  15, 1980. Amended and  r e p o r t e d  by t h e  Subcommi t t ee  o n  Domes t i c  
R o n e t a r y  P o l i c y  t o  t h e  Commitee on S e p t .  1 0 ,  1380. 

S, 85 (Proxmire) 

Yonetary  p o l i c y  Improvement A c t  o f  1979. Amends t h e  F e d e r a l  Rese rve  A c t  
t o  p r o v i d e  f o r  m a i n t e n a n c e  o f  r e s e r v e s  t o  f a c i l i t a t e  t h e  i m p l e m e n t a t i o n  of 
mone ta ry  p o l i c y ,  p r o m o t e s  c o m p e t i t i v e  e q u a l i t y  among d e p o s i t o r y  i n s t i t u t i o n s ,  
r e q u i r e s  t h e  i m p o s i t i o n  o f  s e r v i c e  c h a r g e s  f o r  s e r v i c e s  by F e d e r a l  R e s e r v e  
banks ,  a n d  f o r  o t h e r  p u r p o s e s -  I n t r o d u c e d  Jan .  18,  1979; r e f e r r e d  t o  
Commit tee  o n  Banking ,  Housing and Urban A f f a i r s .  H e a r i n g s  h e l d  Feb. 26,  Har. 
26-28, Bay 14 ,  and S e p t -  26-27, 1979. S-Amend, 398 ( P r o x m i r e ) ,  i n t r o d u c e d  
S e p t .  5, 1979 as  a s u b s t i t u t e  for t h e  o r i g i n a l  t e x t  of S. 85, m o r l i f i e s  
c e r t a i n  p r o v i s i o n s  of  t h a t  b i l l -  S. 353 was s u b s t i t u t e d  f o r  S. 85 a t  t h e  
i n i t i a l  Committee mark-up s e s s i o n  Nov. 7, 1979, A d d i t i o n a l  h e a r i n g s  were 
h e l d  on Feb. 4-5, 1980-  

S. 353 (Tower) 

F e d e r a l  R e s e r v e  M o d e r n i z a t i o n  A c t  o f  1979.  F a c i l i t a t e s  t h e  deve lopmen t  
and  i m p l e m e n t a t i o n  of moneta ry  p o l i c y ;  r e d u c e s  and  r e s t r u c t u r e  r e s e r v e  
r e q u i r e s e n t s ;  and p r o v i d e s  f o r  t h e  m a i n t e n a n c e  o f  r e s e r v e s  by member b a n k s  
and  o t h e r  d e p o s i t o q  i n s t i t u t i o n s  i n  E a r n i n g s  P a r t i c i p a t i o n  Accounts  a t  t h e  
F e d e r a l  R e s e r v e  Banks. I n t r o d u c e d  Feb. 6 ,  1979: r e f e r r e d  t o  S e n a t e  
C o a m i t t e e  o n  BanKing, Housing and Urban A f f a i r s .  H e a r i n g s  h e l d  Peb. 26, Mar. 
26-28, Clay 14 ,  and S e p t .  26-27, 7979. S. 3 5 3  was s u b s t i t u t e d  f o r  S -  85 a t  
t h e  i n i t i a l  Commit tee  mark--up s e s s i o n  h e l d  Nov. 7 ,  1979. S.  Anends 1642 
t h r o u g h  1644 (Tower) were i n t r o d u c e d  on J a n .  30 ,  7980. A d d i t i o n a l  h e a r i n g s  
were h e l d  o n  Feb. 4-5, 1980- 

Provides f o r  t h e  payment o f  interest  on r e s e r v e s  h e l d  i n  F e d e r a l  R e s e r v e  
banks .  I n t r o d u c e d  Apr. 10 ,  1979;  r e f e r r e d  t o  Committee on Banking,  Housing 
and  Urban Affairs. 

O.S. Congress .  Eonse,  Commit tee  on Bank ing ,  F i n a n c e  and Urban 
A f f a i r s .  Honeta ry  C o n t r o l .  [H.R. 7 3 H e a r i n g s ,  9 6 t h  C o n g r e s s ,  ' 
1st s e s s i o n .  Washington,  U.S. Govt.  P r i n t ,  O f f . ,  1979. 865 p .  

H e a r i n g s  h e l d  J a n .  22, 2 4 ;  Feb. 13, 75, 28;  Mar. 2 and 5, 7979. 

---- Hone ta ry  C o n t r o l .  [ H . B -  7 3  H e a r i n g s ,  9 6 t h  C o n g r e s s ,  1st 
s e s s i o n .  Vash ing ton ,  U S .  Govt. P r i n t .  Off . ,  1979-  1 6  p .  



H e a r i n g s  h e l d  J u n e  4 ,  1979. 

---- To Modernize t h e  F e d e r a l  Reserve System.  [H.R .  7001)  H e a r i n g s ,  
9 6 t  h  C o n g r e s s ,  2d s e s s i o n .  Washing t o n ,  U. S. Gov t. P r i n t ,  Off . , 
1980. 96 p. 

H e a r i n g s  h e l d  Hay 15, 1980. 

U.S, Congress .  S e n a t e .  Committee on Banking ,  Housing and  
Urban Affairs - Hone ta sp  P o l i c y  Improvement  Act of 1979. 
[ S- 8 s  and S ,  353 1 B e a r i n g s ,  96 th  Congres s ,  1st s e s s i o n .  
Uash ing ton ,  U.S. Govt ,  P r i n t .  Off ., 1979. 1107 pa  

H e a r i n g s  he ld  Feb, 26, Mar. 26, 27, 28 and Hay 14, 7979, 

---- F e d e r a l  R e s e r v e  Hembership. [ Amend. N o .  398 t o  S. 85 a n d  S. 353 ] 
Hear ings ,  96 t h  Congres s ,  1st s e s s i o n .  Washington,  U .S . Govt. 
P r i n t .  O f f  ., 1979. 188 p  . 

B e a r i n g s  h e l d  S e p t .  26 and  27, 1979  - 
- -- F e d e r a l  R e s e r v e  Requi rements .  [ S. 35 3 and P roposed  Amends., 

S o  85  and H.B. 7 3  B e a r i n g s ,  9 6 t h  Congres s ,  2d s e s s i o n .  
Uash ing ton ,  U .S. Govt. P r i n t .  Off. ,  1980, 224 p. 

H e a r i n g s  h e l d  Feb, 4 and  5, 1980 - 

U.S. Congres s .  House. Committee on Banking ,  F i n a n c e  and Urban 
A f f a i r s .  D e s c r i p t i o n  o f  t h e  laonetary c o n t r o l  b i l l  ( t o  b e  
i n t r o d u c e d  i n  t h e  9 6 t h  Congress )  . Dee - 1978. Washington ,  
.U.S. Govt. P r i n t .  O f f . ,  1978. 65 p.  

A t  head  o f  t i t l e :  9 5 t h  Congres s ,  2d s e s s i o n .  
Committee p r i n t .  

- H.B. 7: t o  f a c i l i t a t e  t h e  i m p l e m e n t a t i o n  of monetary  
p o l i c ~  and t o  promote c o m p e t i t i v e  e q u a l i t y  among d e p o s i t o r y  
i n s  t i t n t i o n s  . Apr . 12, 19 79. Washing t o n ,  O . S , Govt , 
P r i n t .  Off . ,  1979. 33 p- 

A t  head of t i t l e :  96 th  Congres s ,  1st s e s s i o n .  
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